Copyright 1999 MarketWatch.com Inc., All Rights Reserved
CBS MarketWatch

September 8, 1999 Wednesday

SECTION: MUTUAL UNDERSTANDING

LENGTH: 1202 words

HEADLINE: Mutua Understanding: First Union facing 401(k) suit
BYLINE: CBS.MarketWatch.com

BODY:

Eighteen former First Union employees are suing the nation's sixth largest bank in federa district court
in Richmond, Virginia claiming they were forced into "mediocre" funds as a means of building the banks
own fund business.

The $300 million suit claims that some 100,000 current and former First Union (ftu) 401(k) Plan
participants were affected.

Plan participants were described as a "captive audience," forced to invest their money exclusively in
First Union's Evergreen Funds.

"It appears that First Union used the company's in-house 401(k) plan to 'jump-start' its lucrative
commercial 401(k) business and used employees retirement savings as 'seed money' to increase the size of
its mutual funds to attract new investors." charged Eli Gottesdiener, one of the lawyers representing the
plaintiffs. "The company 401(k) Plan, with $3 billion in assets, was and is by far First Union's largest
‘client.’ It was entitled to the best treatment possible: awide selection of funds, including non-First Union
funds, and the lowest possible fees and expenses.”

First Union said that it plansto "vigoroudy" defend itself against the lawsuit.

"We have and will administer our plan for the benefit of the participants. Our plan provides
participants with a broad range of investment options, which are prudently and appropriately selected,”
spokeswoman Donna Smart told the Associated Press.

The suit seeks triple damages under federa antitrust and anti-racketeering statutes and the permanent
removal of First Union as the fiduciary of the company 401(k) plan.

Prudential fund distribution plans

Prudential Investments reached a distribution agreement with Fidelity, Schwab ( sch), Federated
Investors (fii) and ReliaStar Life Insurance Company. All Prudentialmutual funds, with the exception of
money market funds, are now available through the Fidelity Institutional Funds Network and the Federated
Trust Connect Program, a mutual fund trading platform for bank trust advisory departments. In a separate
agreement, the Prudential Series Fund Equity Portfolio http://funds.marketwatch.com/index.phtml
(PBQAX)created a class of shares which will now be included in the Schwab Select Annuity. The $6.7
billion fund's objective is long-term growth of capital through investments in stocks that are low-priced
relative to a company's perceived true worth.

Prudential Investments will also provide six mutual funds for the ReliaStar ChoiceOne 401(k) group
annuity, a qualified retirement plan marketed to small and mid-size employers. The six funds to be offered
include: Prudential Small Company Value http:/funds.marketwatch.com/index.phtml (PSCCX), Prudential
Europe Growth http://funds.marketwatch.com/index.phtml (PRAEX), Prudential World Global
http://funds.marketwatch.com/index.phtml (PWGZX), Prudential World International



http://funds.marketwatch.com/index.phtml (PISAX), Prudential Jennison Growth
http://funds.marketwatch.com/index.phtml (PJAX)and Prudential International Bond
http://funds.marketwatch.com/index.phtml (GGPAX).

Andrew Tobias launches site

A new site launched by financial writer Andrew Tobias featuresa "  http://www.personal fund.com/
cost calculator,” designed to help investors factor in “the true cost” of fund ownership. The calculator also
acts as a comparison tool. Investors enter the tickers of funds that they might be interested in purchasing
and then receive not only a cost analysis but also some cheaper comparable funds to consider. All things
being equal, over time better performing funds with higher fees will not beat their lower cost counterparts.
"Over the long run," he says, "the horses with the lightestjockeys have atremendous advantage,” argues
Tobias. The Janus Fund http://funds.marketwatch.com/index.phtml (JANSX)is the only one of the ten
largest funds to outperform the cheapest fund in its category, according to Tobias. Readers cantry out the
dte at  http://www.personalfund.com http://www.personalfund.com.

Portfolio pointers

Participants in 401(k) and other workplace retirement plans need to focus on diversification, says of
the Employee Benefit Research Ingtitute http://www.ebri.org/ (EBRI). "Quite honestly, when it comes to
diversifying - and particularly diversifying into equities ~ for a long-term goal, some people get it and
some people don't." Workers need to better educate themselves on their plan options and understand that
there are long-term risk and return trade-offs. Infatuation with the prolonged bull market may be leading to
unrealistic expectations for plan participants. "For many 401K participants, that's the only world they ever
lived in, amarket that just goes up, up, up with minor blips along the way," says Y akoboski, "you can't
assume that 'I'm going to pour my money into here and get 20 percent ayear forever.™

Y akoboski suggests that employees really get to understand a bond fund vs. an equity fund and how
they tend to perform over an extended period of decades. Then figure out how much time you have left
until retirement and then allocate accordingly. Once the planisin place, stick to it, says Yakoboski. "In an
ideal world you wouldn't watch the evening news to see what the market did today. It doesn't matter.” Once
ayear, since some funds will grow differently than others, rebalance your positions to get back to your
original alocation plan. Let life decisions rather than current market conditions map your asset allocation
strategies.

For help in building an asset allocation strategy of your own, check out our.
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